
(a) Obligation of Funds. The amount presently obligated by the Government with respect to this contract
is - dollars ($-1. Suchamountmaybe increasedunilaterallyby DOEby writtennoticeto
the Contractor and may be increased or decreased by written agreement of the parties (whether or not
by formal modification of this contract). Estimated collections ITomothers for work and services to
be performed under this contract are not included in the amount presently obligated. Such
collections, to the extent actually received by the Contractor, shall be processed and accounted for in
accordance with applicable requirements imposed by the Contracting Officer pursuant to the Laws,
Regulations, and DOE Directives clause of this contract. Nothing in this paragraph (a) is to be
construed as authorizing the Contractor to exceed limitations stated in financial plans established by
DOE and furnished to the Contractor ITomtime to time under this contract.

(b) Limitation on Payment l7ythe Government. Except as otherwise provided in this contract and except
for costs which may be incurred by the Contractor pursuant to the clause entitled "Termination," or
costs of claims allowable under the contract occurring after completion or termination and not
released by the Contractor at the time offmancial settlement of the contract in accordance with the
clause entitled "Payments and Advances," payment by the Government under this contract on account
of allowable costs shall not, in the aggregate, exceed the amount obligated with respect to this
contract, less the Contractor's fee. Unless expressly negate~ in this contract, payment on account of
those costs excepted in the preceding sentence which are in excess of the amount obligated with
respect to this contract shall be subject to the availability of (1) collections accruing to the Contractor
in connection with the work under this contract and processed and accounted for in accordance with
applicable requirements imposed by the Contracting Officer pursuant to the Laws, Regulations, and
DOE Directives clause of this contract, and (2) other funds which DOE may legally use for such
purpose, provided DOE will use its best efforts to obtain the appropriation of funds for this purpose if
not otherwise available.

(c) Notices-Contractor Excusedfrom Further Performance. The Contractor shall notify DOE in writing
. whenever the unexpended balance of available funds (including collections available under paragraph
(a) above), plus the Contractor's best estimate of collections to be received and available during the
period hereinafter specified, is in the Contractor's best judgment sufficient to continue
contract operations at the programmed rate for only 60 days and to cover the Contractor's unpaid fee,
and outstanding encumbrances and liabilities on account of costs allowable under the contract at the
end of such period. Whenever the unexpended balance of available funds (including collections
available under paragraph (a) above), less the amount of the Contractor's fee then earned but not paid,
is in the Contractor's's best judgment sufficient only to liquidate outstanding encumbrances and
liabilities on account of costs allowable under this contract, the Contractor shall immediately notify
DOE and shall make no further encumbrances or expenditures (except to liquidate existing
encumbrances and liabilities), and, unless the parties otherwise agree, the Contractor shall be excused
from further performance (except such performance as may become necessary in connection with
termination by the Government) and the performance of all work hereunder will be deemed to have
been terminated for the convenience of the Government in accordance with the provisions of the
clause entitled "Termination."

(d) Financial Plans; Cost and CommitmentLimitations. In addition to the limitations provided for
elsewhere in this contract, DOE may, through fmancial plans, such as Approved Funding Programs,
or other directives issued to the Contractor, establish controls on the costs to be incurred and
encumbrances to be made in the performance of the contract work. Such plans and directives may be
amended or supplemented from time to time by DOE. The Contractor hereby agrees (1) to comply
with the specific limitations (ceilings) on costs and encumbrances set forth in such plans and direc
tives, (2) to comply with other requirements of such plans and directives, and (3) to notify DOE
promptly, in writing, whenever it has reason to believe that any limitation on costs and encumbrances
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will be exceeded or substantially undemm.

(e) Government's Right to Terminate not Affected. The giving of any notice under this clause shall not be
construed to waive or impair any right of the Government to terminate the contract under the
provisions of the clause entitled "Termination."

1-24. 970.5204-16 PAYMENTS AND ADVANCES (JUN 1997)

(a) Installments of Fixed-Fee. The fIxed-fee payable under this contract shall become due and payable in
periodic installments in accordance with a schedule determined by the Contracting Officer. Fixed-fee
payments shall be made by direct payment or withdrawn from funds advanced or available under this
contract, as determined by the contracting officer. The Contracting Officer may offset against any
such fee payment, the amounts owed to the Government by the Contractor, including any amounts
owed for disallowed costs under this contract. No fixed-fee payment may be withdrawn against the
payments cleared financing arrangement without prior written approval of the Contracting Officer.

(b) Payment of Base Fee and Award Fee. The base fee, if any, is payable in equal monthly installments.
Award fee pool amounts earned are payable following the issuance by the FDO of a Determination of
Award Fee Pool Amount Earned, in accordance with the clause of this contract entitled, Award Fee:
Base Fee and Award Fee. Base fee and award fee pool amounts earned payments shall be made by
direct payment or withdrawn from funds advanced or available under this contract, as determined by
the Contracting Officer. The Contracting Officer may offset against any such fee payment, the
amounts owed to the Government by the Contractor, including any amounts owed for disallowed
costs under this contract. No base fee or award fee pool amount earned payment may be withdrawn
against the payments cleared financing arrangement without prior written approval of the Contracting
Officer.

(c) Payments on Account of Allowable Costs. The Contracting Officer and the Contractor shall agree as
to the extent to which payment for allowable costs or payments for other items specifically approved
in writing by the Contracting Officer shall be made from advances of Government funds. When
pension contributions are paid by the Contractor to the retirement fund less frequently than quarterly,
accrued costs therefor shall be excluded from costs for payment purposes until such costs are paid. If
pension contributions are paid on a quarterly or more frequent basis, accrual therefor may be included
in costs for payment purposes, provided that they are paid to the fund within 30 days after the close
of the period covered. lfpayments are not made to the fund within such 30-day period, pension
contribution costs shall be excluded from cost for payment purposes until payment has been made.

(d) Special Financial Institution Account-Use. All advances of Government funds shall be withdrawn
pursuant to a payments cleared fmancing arrangement prescribed by DOE in favor of the fmancial
institution or, at the option of the Government, shall be made by direct payment or other payment
mechanism to the Contractor, and shall be deposited only in the special fmancial institution account
referred to in the Special Financial Institution Account Agreement, which is incorporated into this
contract as Section J, Attachment 3. No part of the funds in the special fmancial institution account
shall be (1) commingled with any funds of the Contractor or (2) used for a purpose other than that of
making payments for costs allowable and, if applicable, fees earned under this contract or payments
for other items specifically approved in writing by the Contracting Officer. If the Contracting Officer
determines that the balance of such special fmancial institution account exceeds the Contractor's
current needs, the Contractor shall promptly make such disposition of the excess as the Contracting
Officer may direct.

(e) Title to Funds Advanced Title to the unexpended balance of any funds advanced and of any special
fmancial institution account established pursuant to this clause shall remain in the Government and be
superior to any claim or lien of the fmancial institution of deposit or others. It is understood that an
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advance to the Contractor hereunder is not a loan to the Contractor, and will not require the payment
of interest by the Contractor, and that the Contractor acquires no right, title or interest in or to such
advance other than the right to make expenditures therefrom, as provided in this clause.

(t) Review and Approval of Costs Incurred The Contractor shall prepare and submit annually as of
September 30, a "Statement of Costs Incurred and Claimed" (Cost Statement) for the total of net
expenditures accrued (Le., net costs incurred) for the period covered by the Cost Statement The
Contractor shall certify the Cost Statement subject to the penalty provisions for unallowable costs as
stated in sections 306(b) and (h) of the Federal Property and Administrative Services Act of 1949 (41
U.S.C. 256), as amended. DOE, after audit and appropriate adjustment, will approve such Cost
Statement. This approval by DOE will constitute an acknowledgment by DOE that the net costs
incurred are allowable under the contract and that they have been recorded in the accounts maintained
by the Contractor in accordance with DOE accounting policies, but will not relieve the Contractor of
responsibility for DOE's assets in its care, for appropriate subsequent adjustments, or for errors later
becoming known to DOE.

(g) Financial Settlement. The Government shall promptly pay to the Contractor the unpaid balance of
allowable costs and fee upon termination of the work, expiration of the term of the contract, or
completion of the work and its acceptance by the Government after (I) compliance by the contractor
with DOE's patent clearance requirements, and (2) the furnishing by the contractor of:

(I) An assignment of the Contractor's rights to any refunds, rebates, allowances, accounts
receivable, collections accruing to the Contractor in connection with the work under this
contract, or other credits applicable to allowable costs under the contract;

(2) A closing fmandal statement;

(3) The accounting for Government-owned property required by the clause entitled "Property;" and

(4) A release discharging the Government, its officers, agents, and employees from all liabilities,
obligations, and claims arising out of or under this contract subject only to the following
exceptions:

(i) Specified claims in stated amounts or in estimated amounts where the amounts are not
susceptible to exact statement by the Contractor;

(ii) Claims, together with reasonable expenses incidental thereto, basedupon liabilities of the
Contractor to third parties arising out of the performance of this contract; provided that
such claims are not known to the Contractor on the date of the execution of the release;
and provided further that the Contractor gives notice of such claims in writing to the
Contracting Officer promptly, but not more than one (1) year after the Contractor's right
of action fIrst accrues. In addition, the Contractor shall provide prompt notice to the
Contracting Officer of all potential claims under this clause, whether in litigation or not
(see also Contract Clause 1-33,DEAR 970.5204-31, "Litigation and Claims"); and

(iii) Claims for reimbursement of costs (other than expenses of the Contractor by reason of any
indemnification of the Government against patent liability), including reasonable expenses
incidental thereto, incurred by the Contractor under the provisions of this contract relating
to patents; and

(iv) Claims recognizable under the clause entitled, Nuclear Hazards indemnity Agreement.

In arriving at the amount due the Contractor under this clause, there shall be deducted, (1) any claim
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which the Government may have against the Contractor in connection with this contract, and (2)
deductions due under the terms of this contract, and not otherwise recovered by or credited to the
Government. The unliquidated balance of the special financial institution account may be applied to
the amount due and any balance shall be returned to the Government forthwith.

(h) Claims. Claims for credit against funds advanced for payment shall be accompanied by such
supporting documents and justification as the Contracting Officer shall prescribe.

(i) Discounts. The Contractor shall take and afford the Government the advantage of all.known and
available cash and trade discounts, rebates, allowances, credits, salvage, and commissions unless the
Contracting Officer fmds that action is not in the best interest of the Government.

(j) Collections. All collections accruing to the Contractor in connection with the work under this
contract, except for the Contractor's fee and royalties or other income accruing to the Contractor from
technology transfer activities in accordance with this contract, shall be Government property and
shall be processed and accounted for in accordance with applicable requirements imposed by the
Contracting Officer pursuant to the Laws, Regulations, and DOE Directives clause of this contract
and, to the extent consistent with those requirements, shall be deposited in the special financial
institution account or otherwise made available for payment of allowable costs under this contract,
unless otherwise directed by the Contracting Officer.

(k) Direct Payment of Charges. The Government reserves the right, upon ten days written notice from
the Contracting Officer 0 the Contractor, to pay directly to the persons concerned, all amounts due
which otherwise would be allowable under this contract Any payment so made shall discharge the
Government of all liability to the Contractor therefor.

1-25. 970.5204-17 LEGISLATIVE LOBBYING COST PROHIBITION (JAN 1996)

(a) Pursuant to the allowable cost provisions established elsewhere under the contract, costs associated
with the following activities are not reimbursable under the contract:

(1) Attempts to influence the outcome of any Federal, State, or local election, referendum,
initiative, or similar procedure, through in-kind or cash contributions, endorsements, publicity,
or similar activities;

(2) Establishing, administering, contributing to, or paying the expenses of a political party,
campaign, political action committee, or other organization established for the purpose of
influencing the outcomes of elections;

(3) Any attempt to influence (i) the introduction of Federal or State legislation, or (ii) the enactment
. or modification of any pending Federal or State legislation through communication with any

member or employee of the Congress or State legislature (including efforts to influence state or
local officials to engage in similar lobbying activity), or with any government official or
employee in connection with a decision to sign or veto enrolled legislation;

(4) Any attempt to influence (i) the introduction of Federal or State legislation, or (ii) the enactment
or modification of any pending Federal or State legislation by preparing, distributing or using
publicity or propaganda, or by urging members of the general public or any segment thereof to
contribute to or participate in any mass demonstration, march, rally, fund raising drive,
lobbying campaign or letter writing or telephone campaign; or

(5) Legislative liaison activities, including attendance at legislative sessions or committee hearings,
gathering information regarding legislation, and analyzing the effect of legislation, when such
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1-28. 970.5204-21 PROPERTY (JUN 1997)

(a) Furnishing o/Government Property. The Government reserves the right to furnish any property or
services required for the performance of the work under this contract.

(b) Title to Property. Except as otherwise provided by the Contracting Officer, title to all materials,
equipment, supplies, and tangible personal property of every kind and description purchased by the
Contractor, for the cost of which The Contractor is entitled to be reimbursed as a direct item of cost
under this contract, shall pass directly from the vendor to the Government. The Government reserves
the right to inspect, and to accept or reject, any item of such property. The Contractor shall make such
disposition of rejected items as the Contracting Officer shall direct. Title to other property, the cost of
which is reimbursable to The Contractor under this contract, shall pass to and vest in the Government
upon

(1) issuance for use of such property in the performance of this contract, or

(2) commencement of processing or use of such property in the performance of this contract, or

(3) reimbursement of the cost thereof by the Government, whichever fIrst occurs. Property
furnished by the Government and property purchased or furnished by The Contractor, title to
which vests in the Government, under this paragraph are hereinafter refen-ed to as Government
property. Title to Government property shall not be affected by the incorporation of the
property into or the attachment of it to any property not owned by the Government, nor shall
such Government property or any part thereof, be or become a fixture or lose its identity as
personalty by reason of affIxation to any realty.

(c) Identification. To the extent directed by the contracting officer, The Contractor shall identify
Government property coming into the Contractor's possession or custody, by marking and
segregating in such a way, satisfactory to the Contracting Officer, as shall indicate its ownership by
the Government.

(d) Disposition. The Contractor shall make such disposition of Government property which has come
into the possession or custody of the Contractor under this contract as the Contracting Offlcer may
direct during the progress of the work or upon completion or termination of this contract. The
Contractor may, upon such terms and conditions as the Contracting Offlcer may approve, sell, or
exchange such property, or acquire such property at a price agreed upon by the Contracting Officer
and the Contract or as the fair value thereof. The amount received by the Contractor as the result of
any disposition, or the agreed fair value of any such property acquired by the Contractor, shall be
applied in reduction of costs allowable under this contract or shall be otherwise credited to account to
the Government, as the Contracting Officer may direct. Upon completion of the work or the
termination of this contract, the Contractor shall render an accounting, as prescribed by the
contracting officer, of all government property which had come into the possession or custody of the
Contractor under this contract.

(e) Protection o/Government Property-Management o/High-Risk Property and Classified Materials.

(1) The Contractor shall take all reasonable precautions, and such other actions as may be directed
by the contracting officer, or in the absence of such direction, in accordance with sound
business practice, to safeguard and protect government property in the Contractor's possession
or custody.

(2) In addition, the Contractor shall ensure that adequate safeguards are in place, and adhered to,
for the handling, control and disposition of high-risk property and classifIed materials
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throughout the life cycle of the property and materials consistent with the policies, practices
and procedures for property management contained in the Federal Property Management
regulations (41 CFR chapter 101), the Department of Energy Property Management regulations
(41 CFR chapter 109), and other applicable regulations.

(3) High-risk property is property, the loss, destruction, damage to, or the unintended or premature
transfer of which could pose risks to the public, the environment, or the national security
interests of the United States. High-risk property includes proliferation sensitive, nuclear
related dual use, export controlled, chemically or radioactively contaminated, hazardous, and
specially designed and prepared property, including property on the militarily critical
technologies list.

(f) Risk of Loss of Government Property.

(1) The Contractor shall not be liable for the loss or destruction of, or damage to,
Government property unless such loss, destruction, or damage was caused by any of the
following:

(i)

(A)Willful misconduct or lack of good faith on the part of the Contractor's managerial
personnel;

(B) Failure of the Contractor's managerial personnel to take all reasonable steps to
comply with any appropriate written direction of the Contracting Officer to safeguard
such property under paragraph (e) of this clause; or

(C) Failure of Contractor managerial personnel to establish, administer, or properly
maintain an approved property management system in accordance with paragraph
(i)(l) of this clause.

(ii) If, after an initial review of the facts, the contracting officer informs the Contractor that
there is reason to believe that the loss, destruction of, or damage to the government
property results from conduct falling within one of the categories set forth above, the
burden of proof shall be upon the Contractor to show that the Contractor should not be
required to compensate the government for the loss, destruction, or damage.

(2) In the event that the Contractor is determined liable for the loss, destruction or damage to
Government property in accordance with (f)(I) of this clause, me Contractor's compensation to
the Government shall be determined as follows:

(i) For damaged property, the compensation shall be the cost of repairing such damaged
property, plus any costs incurred for temporary replacement of the damaged property.
However, the value of repair costs shall not exceed the fair market value of the damaged
property. If a fair market value of the property does not exist, the Contracting Officer shall
determine the value of such property, consistent with all relevant facts and circumstances.

(ii) For destroyed or lost property, the compensation shall be the fair market value of such
property at the time of such loss or destruction, plus any costs incurred for temporary
replacement and costs associated with the disposition of destroyed property. If a fair
market value of the property does not exist, the Contracting Officer shall determine the
value of such property, consistent with all relevant facts and circumstances.

(3) The portion of the cost of insurance obtained by the Contractor that is allocable to coverage of
risks ofloss referred to in paragraph (f)(1) of this clause is not allowable.

1-34 78



(g) Steps to be taken in event of loss. In the event of any damage, destruction, or loss to.
Government property in the possession or custody of the Contractor with a value above the
threshold set out in the Contractor's approved property management system, the Contractor:

(1) Shall immediately inform the Contracting Officer of the occasion and extent thereof,

(2) Shall take all reasonable steps to protect the property remaining, and

(3) Shall repair or replace the damaged, destroyed, or lost property in accordance with the written
direction of the contracting officer. The Contractor shall take no action prejudicial to the right
of the Government to recover therefore, and shall furnish to the Government, on request, all
reasonable assistance in obtaining recovery.

(h) Government Property for Government use only. Government property shall be used only for the
performance of this contract. .

(i) Property Management.

(1) Property Management System.

(i) The Contractor shall establish, administer, and properly maintain an approved property
management system of accounting for and control, utilization, maintenance, repair,
protection, preservation, and disposition of Government property in its possession under
the contract. The Contractor's property management system shall be submitted to the
Contracting Officer for approval and shall be maintained and administered in accordance
with sound business practice, applicable Federal Property Management regulations and
Department of Energy Property Management regulations, and such directives or
instructions which the Contracting Officer may from time to time prescribe.

(ii) In order for a property management system to be approved, it must provide for:

(A) Comprehensive coverage of property from the requirement identification, through its
life cycle, to final disposition;

(B) Employee personal responsibility and accountability for Government-owned
property;

(C) Full integration with the Contractor's other administrative and financial systems; and

(D)A method for continuously improving property management practices through the
identification of best practices established by "best in class" performers.

(iii) Approval of the Contractor's property management system shall be contingent upon the
completion of the baseline inventory as provided in subparagraph (i)(2) of this clause.

(2) Property Inventory.

(i) Unless otherwise directed by the contracting officer, the Contractor shall within six
months after execution of the contract provide a baseline inventory covering all items of
Government property.

(ii) If the Contractor is succeeding another Contractor in the performance of this contract, the
contractor shall conduct a joint reconciliation of the property inventory with the
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predecessor Contractor. The Contractor agrees to participate in ajoint reconciliation of
the property inventory at the completion of this contract. This information will be used to
provide a baseline for the succeeding contract as well as information for closeout of the
predecessor contract

G) The term "Contractor's Managerial Personnel" as used in this clause means, the Contractor's
directors, officers and any of its managers, superintendents, or other equivalent representatives who
have supervision or direction of:

(1) All or substantially all of the Contractor's business; or

(2) All or substantially all of the Contractor's operations at anyone facility or separate location to
which this contract is being performed; or

(3) A separate and complete major industrial operation in connection with the performance of this
contract; or

(4) A separate and complete major construction, alteration, or repair operation in connection with
performance of this contract; or

(5) A separate and discrete major task or operation in connection with the performance of this
contract

Note: Substitute the following paragraph CD for nonprofit Contractors:

G) The term "Contractor's Managerial Personnel" as used in this clause means, the Contractor's
directors, officers and any of its managers, superintendents, or other equivalent representatives who
have supervision. or direction of all or substantially all of:

(1) The Contractor's business; or

(2) The Contractor's operations at anyone facility or separate location at which this contract is
being performed; or

(3) The Contractor's Government property system and/or a Major System Acquisition or Major
Project as defined in DOE Order 4700.1 (Version in effect on effective date of contract).

(k) The Contractor shall include this clause in cost reimbursable contracts.

END OF 1-28. SEE PAGE 81FOR1-29
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1-29.

(c)

(d)

(e)

970.5204-22 CONTRACTOR PURCHASING SYSTEM (NOV1997)

(a) General. The contractor shall develop, implement, and maintain formal policies, practices, and
procedures to be used in the award of subcontracts consistent with this clause, 48 CFR (DEAR)
970.5204-44, and 48 CFR (DEAR) 970.71. The contractor's purchasing system and methods shall
be fully documented, consistently applied, and acceptable to DOE in accordance with 48 CFR
(DEAR) 970.7102. The contractor shall maintain fIle documentation which is appropriate to the
value of the purchase and is adequate to establish the propriety of the transaction and the price
paid. The contractor's purchasing performance will be evaluated against such performance criteria
and measures as may be set forth elsewhere in this contract. DOE reserves the right at any time to
require that the contractor submit for approval any or all purchases under this contract.
Thecontractor shall not purchase any item or service the purchase of which is expressly prohibited
by the written direction of DOE and shall use such special and directed sources as may be
expressly required by the DOE contracting officer. The contractor shall manage a Self-Assessment
Program and shall submit to the contracting officer a copy of Self-Assessment reports in
accordance with written direction and guidance provided by the contracting officer. DOE reserves
the right to review and approve the contractor's purchasing system in accordance with 48 CFR
subpart 44.3, and DOE implementing policy and guidance. The contractor's approved purchasing
system and methods shall include the requirements set forth in paragraphs (b) through (w) of this
clause.

(b) Acquisition of utility services. Utility services shall be acquired in.accordance with the
requirements of 48 CFR 970.41.

(b) Acquisition of Utility Services. Utility services shall be acquired in accordance with the
requirements of 48 CFR (DEAR) 970.0803.

Acquisition of Real Property. Real property shall be acquired in accordance with 48 CFR (DEAR)
Subpart 917.74.

Advance Notice of Proposed Subcontract Awards. Advance notice shall be provided in accordance
with 48 CFR (DEAR) 970.7109.

Audit of Subcontractors.

(1) The Contractor shall provide for:

(i) periodic post-award audit of cost-reimbursement Subcontractors at all tiers, and

(ii) audits, where necessary, to provide a valid basis for pre-award or cost or price
analysis.

(2) Responsibility for determining the costs allowable under each cost-reimbursement
subcontract remains with the Contractor or next higher-tier Subcontractor. The
Contractor shall provide, in appropriate cases, for the timely involvement of the
Contractor and the DOE Contracting Officer in resolution of subcontract cost
allowability.

(3) Where audits of subcontractors at any tier are required, arrangements may be made to
have the cognizant Federal agency perform the audit of the subcontract. These
arrangements shall be made administratively between DOE and the other agency
involved and shall provide for the cognizant agency to audit in an appropriaIe manner in
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(h)

light of the magnitude and nature of the subcontract. In no case, however, shall these
arrangements preclude detennination by the DOE Contracting Officer of the allowability
or unallowability of Subcontractor costs claimed for reimbursement by the Contractor.

(4) Allowable costs for cost reimbursable subcontracts are to be detennined in accordance

with the cost principles of FAR Part 31, appropriate for the type of organization to which
the subcontract is to be awarded, as supplemented by 48 CFR (DEAR) Part 931.
Allowable costs in the purchase or transfer fromContractor-affiliated sources shall be
detennined in accordance with 48 CFR (DEAR) 970.7105 and 48 CFR (DEAR)
970.3102-15(b). .

(f) Bonds and Insurance.

(1) The Contractor shall require perfonnance bonds in penal amounts as set forth in FAR
28.102-2(a) for all fIxed priced and unit-priced construction subcontracts in excess of
$25,000. The Contractor shall consider the use ofperfonnance bonds in fIxed price
nonconstruction subcontracts, where appropriate.

(2) A payment bond shall be obtained on Standard Fonn 25A, modifIed to name the
Contractor as well as the United States of America as obligees, for all fIxed price,
unit-price and be detennined as set forth in FAR 28.102-2(b).

(3) A subcontractor may have more than one acceptable surety in both construction and
other subcontracts, provided that in no case will the liability of anyone surety exceed the
maximum penal sum for which it is qualifIed for anyone obligation. For subcontracts
other than construction, a co-surety (two or more sureties together) may reinsure amounts
in excess of their individual capacity, with each surety having the required underwriting
capacity that appears on the list of acceptable corporate sureties.

(g) Buy American.

The Contractor shall comply with the provisions of the Buy American Act as reflected in 48 CFR
(DEAR) 970.5203-3 and 48 CFR (DEAR) 970.5204-3. The Contractor shall forward
detenninations of nonavailability of individual items to the DOE Contracting Officer or approvaL
Items in excess of$100,000 require the prior concurrence of the Head of Contracting Activity. If,
however, the contractor has an approved purchasing system, the Head of the Contracting Activity
may authorize the Contractor to make detenninations of nonavailability for individual items
valued at $100,000 or less.

Construction and Architect-Engineer Subcontracts.

(1) Independent Estimates. A detailed, independent estimate of costs shall be prepared for all
construction work to be subcontracted.

(2) Specifications. SpecifIcations for construction shall be prepared in accordance with the
DOE publication entitled "General Design Criteria Manual."

(3) Prevention a/Conflict a/Interest.

(i) The Contractor shall not award a subcontract for construction to the

architect-engineer fInn or an affIliate that prepared the design. This prohibition
does not preclude the award of a"turnkey" subcontract so long as the
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(n)

(0)

(P)

(q)

subcontractor assumes all liability for defects in design and construction and
consequential damages.

(ii) The Contractor shall not award both a cost-reimbursement subcontract and a

fixed-price subcontract for construction or architect-engineer services or any
combination thereof to the same fIrm where those subcontracts will be

performed at the same site.

(iii) The Contractor shall not employ the construction subcontractor or an affiliate to
inspect the fIrm's work. The Contractor shall assure that the working
relationships of the construction subcontractor and the subcontractor inspecting
its work and the authority of the inspector are clearly dermed.

(i) Contractor-Affiliated Sources. Equipment, materials, supplies, or services from a
Contractor-affiliated source shall be purchased or transferred in accordance with 48 CFR (DEAR)
970.7105.

0) Contractor-Subcontractor Relationship. The obligations of the Contractor under paragraph (a) of
this clause, including the development of the purchasing system and methods, and purchases made
pursuant thereto, shall not relieve the Contractor of any obligation under this contract (including,
among other things, the obligation to properly supervise, administer, and coordinate the work of
subcontractors). Subcontracts shall be in the name of the Contractor, and shall not bind or
purport to bind the Government

(le) Government Property. IdentifIcation, inspection, maintenance, protection, and disposition of
Government property shall conform with the policies and principles of FAR Part 45,48 CFR
(DEAR) 945, the Federal Property Management Regulations 41 CFR 101, the DOE Property
Management Regulations 41 CFR 109,and their contracts.

(l) Indemnification. Except for Price-Anderson Nuclear Hazards Indemnity, no subcontractor may be
indemnifIed except with the prior approval of the Procurement Executive.

(m) Leasing of Motor Vehicles. Contractors shall comply with FAR 8.11 and 48 CFR (DEAR) 908.11.

Make-or-Buy Plans. Acquisition of property and services shall be obtained on a least-cost basis,
consistent with the requirements of the Make-or-Buy Plan clause of this contract and the
Contractor's approved make-or-buy plan.

Management, Acquisition and Use of Information Resources. Requirements for automatic data
processing resources and telecommunications facilities, services, and equipment, shall be
reviewed and approved in accordance with applicable DOE Orders and regulations regarding
information resources.

Priorities. Allocations and Allotments. Priorities, allocations and allotments shall be extended to
appropriate subcontracts in accordance with the clause or clauses of this contract dealing with
priorities and allocations.

Purchase of Special Items. Purchase of the following items shall be in accordance with the
following provisions of 48 CFR (DEAR) 908.71 and the Federal Property Management
Regulations, 41 CFR 101:

(1) Motor vehicles--48 CFR 908.7101
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(w)

1-30.

(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)

Aircraft--48 CFR 908.7102
Security Cabinets--48 CFR 908.7106
Alcohol--48 CFR 908.7107
Helium-48 CFR 908.7108

Fuels and packaged petroleum products--48 CFR 908.7109
Coal--48 CFR 908.7110
Arms and Ammunition-48 CFR 908.7111
Heavy Water--48 CFR 908.7121(a)
Precious Metals-48 CFR 908.7121(b)
Lithium--48 CFR 908.7121(c)
Products and services of the blind and severely handicapped--41 CFR 101-26.701
Products made in Federal penal and correctional institutions--41 CFR 101-26.702

Purchase vs. Lease Determinations. Contractors shall determine whether required equipment and
property should be purchased or leased, and establish appropriate thresholds for application of
lease vs. purchase determinations. Such determinations shall be made:

(r)

(1)

(2)

(3)

at time of original acquisition;

when lease renewals are being considered; and

at other times as circumstances warrant.

(s) Quality Assurance. Contractors shall provide no less protection for the Government in its
subcontracts than is provided in the prime contract.

(t) Setoff of Assigned Subcontractor Proceeds. Where a Subcontractor has been permitted to assign
payments to a [mancial institution, the assignment shall treat any right of set off in accordance
with 48 CFR (DEAR) 932.803.

(u) Strategic and Critical Materials. The Contractor may use strategic and critical materials in the
National Defense Stockpile.

Termination. When subcontracts are terminated as a result of the termination of all or a portion of
this contract, the Contractor shall settle with subcontractors in conformity with the policies and
principles relating to settlement of prime contracts in FAR subparts 49.1, 49.2 and 49.3. When
subcontracts are terminated for reasons other than termination of this contract, the Contractor shall
settle such subcontracts in general conformity with the policies and principles in FAR subparts
49.1,49.2,49.3 and 49.4. Each such termination shall be documented and consistent with the
terms of this contract. Terminations which require approval by the Government shall be
supported by accounting data and other information as may be directed by the Contracting
Officer.

(v)

Unclassified Controlled Nuclear Information. Subcontracts involving unclassified uncontrolled
nuclear information shall be treated in accordance with 10 CFR Part 10 17.

970.5204-23 STATE AND LOCAL TAXES (APR 1984)

(a) The Contractor agrees to notify the Contracting Office of any State or local tax, fee, or charge
levied or purported to be levied on or collected from the Contractor with respect to the contract
work, any transaction thereunder, or property in the custody or control of the Contractor and
constituting an allowable item of cost if due and payable, but which the Contractor has reason to
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(b)

believe, or the Contracting Officer has advised the Contractor, is or may be inapplicable or
invalid;* and the Contractor further agrees to refrain from paying any such tax, fee, or charge
unless authorized in writing by the Contracting Officer. Any State or local tax, fee, or charge paid

. with the approvalof the ContractingOfficeror on the basisof advicefromthe ContractingOfficer
that such tax, fee, or charge is applicable and valid, and which would odlerwise be an allowable
item of cost, shall not be disallowed as an item of cost by reason of any subsequent ruling or
determination that such tax, fee, or charge was in fact inapplicable or invalid.

* Requirement for notice may be broadened to include all State and local taxes which may be
claimed as allowable costs when considered to be appropriate.

(b) The Contractor agrees to take such action as may be required or approved by the Contracting
Officer to cause any State or local tax, fee, or charge which would be an allowable cost to be paid
under protest; and to take such action as may be required or approved by the Contracting Officer
to seek recovery of any payments made, including assignment to the Government or its desig:'ee
of all rights to an abatement or refund thereof, and granting permission for the Government to join
with the Contractor in any proceedings for the recovery thereof or to sue for recovery in the name
of the Contractor. If the Contracting Officer directs the Contractor to institute litigation to enjoin
the collection of or to recover payment of any such tax, fee, or charge referred to above, or if a
claim or suit is filed against the Contractor for a tax, fee, or charge it has refrained from paying in
accordance with this article, the procedures and requirements of the article entitled "Litigation and
Claims" shall apply and the costs and expenses incurred by the Contractor shall be allowable
items of costs, as provided in this contract, together with the amount of any judgment rendered
against the Contractor.

(c) The Government shall hold the Contractor harmless from penalties and interest incurred through
compliance with this clause. All recoveries or credits in respect of the foregoing taxes, fees, and
charges (including interest) shall inure to and be for the sole benefit of the Government.

970.5204-25 WORKMANSmP AND MATERIALS (APR 1984)

(a) Grade of Workmanship and Materials. Unless otherwise directed by the Contracting Officer or
expressly provided for by specifications issued under this contract:

(1) All workmanship shall be fIrst class; and

(2) All articles, equipment and materials incorporated in the work are to be:

(i) New and of the most suitable grade of their respective kinds for the purpose;

(ii) In accordance with any applicable drawings and specifications; and

(ill) Installed to the satisfac-ion and with the approval of the Contracting Officer.

Where equipment, materials, or articles are referred to in the specifications as "equal
to" any particular standard, the Contracting Jfficer shall decide the question of
equality .

Samples and Test Results. If the Contracting Officer so requires, the Contractor shall submit for
approval samples of or test results on any materials proposed to be incorporated in the work
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before making any commitment for the purchase of such materials.

1-32. 970.5204-27(b) CONSULTANT OR OTHER COMPARABLE EMPLOYMENT SERVICES (MAY
1989)

The Contractor shall require all employees who are employed full-time (an individual who performs work
under the cost-type contract on a full-time annual basis) or part-time (50 percent or more of regular annual
compensation received under terms of a contract with DOE) on the contract work to disclose to the
Contractor all consultant or other comparable employment services which the employees propose to
undertake for others pursuant to Appendix F. The Contractor shall transmit to the Contracting Officer all
information obtained trom such disclosures. The Contractor will require any employee who will be
employed full-time onlthe contract work to agree, as a condition of participation in such work, that the
employee will not perform consultant or other comparable employment services for another DOE
Contractor in the same or related energy field or another organization except with the prior approval of the
Contractor. lfthe Contractor believes, with respect to any employee who is employed full-time on the
contract work, that any proposed consultant or other comparable employment service may involve: (1) a
rate of remuneration significantly in excess of the employee's regular rate of remuneration; (2) a significant
question concerning possible conflict with DOE's policies regarding conduct of employees of DOE's
Contractors; (3) the Contractor's responsibility to report fully and promptly to DOE all significant research
and development information; or (4) the patent provision of the Contractor's contract with DOE, the
Contractor shall obtain the prior approval of the Contracting Officer for such consultant or other
comparable employment service.

1-33. .. 970.5204-28 ASSIGNMENT (APR 1984)

Neither this contract nor any interest therein nor claim thereunder shall be assigned or transferred by the
Contractor except as expressly authorized in writing by the Contracting Officer.

1-34. 970.5204-29 PERMITS OR LICENSES (APR 1984)

Except as otherwise directed by the Contracting Officer, the Contractor shall procure all necessary permits
or licenses and abide by all applicable laws, regulations, and ordinances of the United States and of the
state, territory, and political subdivision in which the work under this contract is performed.

1-35. 970.5204-31 INSURANCE-LITIGATION AND CLAIMS (JUN 1997)

(a) The Contractor may, with the prior written authorization of the contracting officer, and shall,
upon the request of the Government, initiate litigation against third parties, including
proceedings before administrative agencies, in connection with this contract. The Contractor shall
proceed with such litigation in good faith and as directed trom time to time by the Contracting
Officer.

(b) The Contractor shall give the Contracting Officer immediate notice in writing of any legal
proceeding, including any proceeding before an administrative agency, filed against the
Contractor arising out of the performance of this contract. Except as otherwise directed by the
contracting officer, in writing, the Contractor shall furnish immediately to the Contracting Officer
copies of all pertinent papers received by the Contractor with respect to such action. The
Contractor, with the prior written authorization of the Contracting Officer, shall proceed with such
litigation in good faith and as directed ITomtime to time by the Contracting Officer.

(c) (1) Except as provided in paragraph (c)(2) of this clause, the Contractor shall procure and
maintain such bonds and insurance as required by law or approved in writing by the
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(h)

Contracting Officer.

(2) The Contractor may, with the approval of the contracting officer, maintain a
self-insurance program; provided that, with respect to workers' compensation, the
Contractor is qualified pursuant to statutory authority.

(3) All bonds and insurance required by this clause shall be in a form and amount and for
those periods as the Contracting Officer may require or approve and with sureties and
insurers approved by the Contracting Officer.

(d) The Contractor agrees to submit for the Contracting Officers approval, to the extent and in the
manner required by the Contracting Officer, any other bonds and insurance that are maintained
by the Contractor in connection with the performance of this contract and for which the
Contractor seeks reimbursement. If an insurance cost (whether a premium for commercial
insurance or related to self-insurance) includes a portir'''}covering costs made unallowable
elsewhere in the contract, and the share of the cost for ;overage for the unallowable cost is
determinable, the r rtion of the cost that is otherwise an allowable cost under this contract is
reimbursable to the extent determined by the Contracting Officer.

(e) Except as provided in subparagraphs (g) and (h) of this clause, or specifically disallowed
elsewhere in this contract, the Contractor shall be reimbursed--

(1) For that portion of the reasonable cost of bonds and insurance allocable to this contract
required in accordance with contract terms or approved under this clause, and

(2) For liabilities (and reasonable expenses incidental to such liabilities, including litigation
costs) to third persons not compensated by insurance or otherwise without regard to and
as an exception to the clause of this contract entitled, Obligation of Funds (48 CFR
(DEAR) 970.5204-15).

(t) The Government's liability under paragraph (e) of this clause is subject to the availability of
appropriated funds. Nothing in this contract shall be construed as implying that the Congress
will, at a later date, appropriate funds sufficient to meet deficiencies.

(g) Notwithstanding any other provision of this contract, the Contractor shall not be reimbursed for
liabilities (and expenses incidental to such liabilities, including litigation costs, counsel fees,
judgment and settlements)--

(1) Which are otherwise unallowable by law or the provisions of this contract; or

(2) For which the Contractor has failed to insure or to maintain insurance as required by
law, this contract, or by the written direction of the Contracting Officer.

In addition to the cost reimbursement limitations contained in DEAR 970.3101-3, and
notwithstanding any other provision of this contract, the Contractor's liabilities to third persons,
including employees but excluding costs incidental to workers' compensation actions, (and any
expenses incidental to such liabilities, including litigation costs, counsel fees, judgments and
settlements) shall not be reimbursed if such liabilities were caused by Contractor managerial
personnel's

(1) Willful misconduct,
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(k)

(2) Lack of good faith, or

(3) Failure to exercise prudent business judgment, which means failure to act in the same
manner as a prudent person in the conduct of competitive business; or, in the case of a
non-profit educational institution, failure to act in the manner that a prudent person
would under the circumstances prevailing at the time the decision to incur the cost is
made.

The burden of proof shall be upon the Contractor to establish that costs covered by paragraph (h)
of this clause are allowable and reasonable if, after an initial review of the facts, the contracting
officer challenges a specific cost or informs the Contractor that there is reason to believe that the
cost results from willful misconduct, lack of good faith, or failure to exercise prudent business
judgment by Contractor managerial personnel.

(i)

G)

(3)

(4)

(1) All litigation costs, including counsel fees, judgments and settlements shall be
differentiated and accounted for by the Contractor so as to be separately identifiable. If
the contracting officer provisionally disallows such costs, then the Contractor may not
use funds advanced by DOE under the contract to fmance the litigation.

(2) Punitive damages are not allowable unless the act or failure to act which gave rise to the
liability resulted from compliance with specific terms and conditions of the contract or
written instructions from the contracting officer.

The portion of the cost of insurance obtained by the Contractor that is allocable to
coverage of liabilities referred to in paragraph (g)(1) of this clause is not allowable.

The term "Contractor's Managerial Personnel" is defmed in clause paragraph G) of 48
CFR (DEAR) 970.5204-21.

The Contractor may at its own expense and not as an allowable cost procure for its own
protection insurance to compensate the Contractor for any unallowable or nonreimbursable costs
incurred in connection with contract performance.

(1) If any suit or action is filed or any claim is made against the Contractor, the cost and
expense of which may be reimbursable to the Contractor under this contract, and the risk
of which is then uninsured or is insured for less than the amount claimed, the Contractor
shall-

(i) Immediately notify the Contracting Officer and promptly furnish copies of all
pertinent papers received;

(ii) Authorize Department representatives to collaborate with: in-house or
DOE-approved outside counsel in settling or defending the claim; or counsel
for the insurance carrier in settling or defending the claim if the amount of the
liability claimed exceeds the amount of coverage, unless precluded by the terms
of the insurance contract; and

(iii) Authorize Department representatives to settle the claim or to defend or
represent the contractor in and/or to take charge of any litigation, if required by
the Department, if the liability is not insured or covered by bond. In any action
against more than one Department Contractor, the Department may require the
Contractor to be represented by common counsel. Counsel for the Contractor
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may, at the Contractor's own expense, be associated with the Department
representatives in any such claim or litigation.

1-36. 970.5204-35 CONTROLS IN TIIE NATIONAL INTEREST (JUL 1994)

The Contractor agrees to comply with the requirements of DOE 1240.2 (See current version),
Unclassified Visits and Assignments by Foreign Nationals, and to such other DOE requirements of the
same general nature as the parties may agree to from time to time; these requirements relate to
unclassified work, and they shall not be construed to limit or affect in any way the Contractor's
obligation to conform to all security regulations and requirements of DOE pertaining to classified work

1-37. 970.5204-38 GOVERNMENT FACILITY SUBCONTRACT APPROVAL (APR 1994)

Upon request of the Contracting Officer and acceptance thereof by the Contractor, the Contractor shall
procure, by subcontract, the construction of new facilities or the alteration or repair of Government-owned
facilities at the plant. Any subcontract entered into under this paragraph shall be subject to the written
approval of the Contracting Officer and shall contain the provisions relative to labor and wages required by
law to be included in contracts for the construction, alteration, and/or repair, including painting and
decorating, of a public building or public work.

1-38. 970.5204-39 ACQUISITION AND USE OF ENVIRONMENTALLY PREFERABLE PRODUCTS
AND SERVICES (OCT 1995)

(a) In the performance of this contract, the Contractor shall comply with the requirements of the
following issuances:

(1) Executive Order 12873 of October 20, 1993, entitled "Federal Acquisition, Recycling,
and Waste Prevention,"

(2) Section 6002 of Resources Conservation and Recovery Act (RCRA) of 1976, as
amended (42 U.S.C. 6962, Pub. L. 94-580, 90 Stat. 2822),

(3) Title 40 of the Code of Federal Regulations, Subchapter I, part 247 (Comprehensive
Guidelines for the Procurement of Products Containing Recovered Materials) and such
other Subchapter I Parts or Comprehensive Procurement Guidelines as the
Environmental Protection Agency may issue from time to time as guidelines for
procurement of products that contain recovered/recycled materials,

(4) "U.S. Department of Energy Affirmative Procurement Program for Products Containing
Recovered Materials" and related guidance document(s), as they are identified in writing
by the Department.

(b) The Contractor shall prepare and submit reports on matters related to the use of environmentally
preferable products and services from time to time in accordance with written direction (e.g., in a
specified format) from the Contracting Officer.

(c) In complying with the requirements of paragraph (a) of this clause, the Contractor shall coordinate
its concerns and seek implemen:;ng guidance on Federal and Departmental policy, plans, and
program guidance with the DOE recycling point of contact, who shall be identified by the
Contracting Officer. Reports required pursuant to paragraph (b) of this clause, shall be submitted
through the DOE recycling point of contact.
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1-39. 970.5204-42 KEY PERSONNEL (APR 1984)

It having been determined that the employees whose names appear below, or persons approved by the
Contracting Officer as persons of substantially equal abilities and qualifications, are necessary for the
successful performance of this contract, the Contractor agrees to assign such employees or persons to the
performance of the work under this contract and shall not reassign or remove any of them without the
consent of the contracting officer. Whenever, for any reason, one or more of the aforementioned
employees is unavailable for assignment for work under the contract, the Contractor shall, with the
approval of the Contracting Officer, replace such employee with an employee of substantially equal
abilities and qualifica~ons.

1-40. 970.5204-43 OTHER GOVERNMENT CONTRACTORS (APR 1994)

The Government may undertake or award other contracts for additional work or services. The Contractor
agrees to fully cogperate with such other Contractors and Government employees and carefully fit its own
work to such other work as may be directed by the Contracting Officer. The Contractor shall not commit
or permit any act which will interfere with the performance of work by any other Contractor or by
Government employees.

1-41. 970.5204-44 FLOWDOWN OF CONTRACT REQUIREMENTS TO SUBCONTRACTS (FEB 1997)
[As revised on 7/30/97]

(a)

(b)

(2)

(3)

(4)

(5)

The Contractor shall include the clauses in paragraph (b) of this clause in appropriate
subcontracts. .

(1) To the extent that the clause is included in this prime contract, the Contractor shall
comply with that portion of the clause that directs application to subcontracts.

(2) To the extent that the clause is not included in this prime contract, or where it is included
but there is no instruction for treatment in subcontracts, the Contractor shall include the
clause in accordance with applicable regulatory guidance which would apply if the
subcontract were a prime contract with the Federal Government.

(3) In all cases, where a regulation is cited, the Contractor shall comply with the regulation
in administration of the related clause.

Clauses and Related Regulations.

(1) Air Transportation by US.-F/ag Carriers. Clause at FAR 52.247-63.

Anti-Kickback Act of 1986. Clause at FAR 52.203-7.

Clean Air and Water. Clause at FAR 52.223-2, and follow the requirements of FAR
23.1.

Contract Work Hours and Safety Standards Act. Clause at FAR 52.222-4, and follow the
requirements of FAR 22.3.

Cost or Pricing Data. (5) Cost or Pricing Data. Clauses prescribed at 48 CFR (DEAR)
970.1508-1, and appropriate contract provisions similar to those set forth at 48 CFR
52.215-22 and 48 CFR 52.215-23, that provide for the reduction of a negotiated
subcontract price by any significant amount that the subcontract price was increased
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(10)

(11)

(12)

(13)

(14)

(I5)

(16)

(17)

(18)

(19)

(20)

(21)

(22)

(23)

(24)

because of the submission of defective cost or pricing data by a subcontractor at any tier.

(6)

(7)

Cost and Schedule Control Systems. Clause at 48 CFR (DEAR) 970.5204-50.

Cost Accounting Standards. Clause at FAR 52.230-2, as prescribed in 48 CFR (DEAR)
970.30. .

(8) Davis-Bacon Act. Clauses as directed at FAR 22.407, and follow the requirements of
FAR 22.4 to the same extent that they would apply if the subcontract had been directly
awarded by DOE. 48 CFR (DEAR) Subpart 922.4 and 48 CFR (DEAR) 970.2273
provide guidance to assist in determining the applicability of these regulations.

(9) Employment of the Handicapped Clause at FAR 52.222-36, and follow the requirements
of FAR 22.14.

Environmental and Occupational Safety and Health Clauses as prescribed in 48 CFR
(DEAR) 970.2303-2.

Equal Employment Opportunity. Clauses as prescribed in FAR 22.810, as applicable,
and follow the requirements ofF AR 22.8,48 CFR (DEAR) 922.8, E.O. 11246 and 41
CFR Part 60.

RESERVED

Foreign Travel. Clause at 48 CFR (DEAR) 970.5204-52.

Nuclear Hazards Indemnity. Clause at 48 CFR (DEAR) 970.2870.

Organizational Conflicts of Interest. Clause at 48 CFR (DEAR) 952.209-72 in
accordance with 48 CFR (DEAR) 970.0905.

Patent. Data and Copyrights. Appropriate clauses as required by 48 CFR (DEAR) Parts
927 and 970.

Printing. Clause at 48 CFR (DEAR) 970.5204-19.

Privacy Act. Clauses at FAR 52.224-1 and FAR 52.224-2, and follow the requirements
of FAR 24.1.

Accounts. Records, and Inspections. Clause at 48 CFR (DEAR) 970.5204-9.

Safeguarding Classified Information. Appropriate clauses as prescribed at 48 CFR
(DEAR) 970.0404.
Service Contract Act. Clauses at FAR 52.222-40 and FAR 52.222-41.

Small Business and Small Disadvantaged Business Concerns. Clause at FAR 52.219-9.

Special Disabled and VietnamEra Veterans. Clause at FAR 52.222-35, and follow the
requirements off AR Subpart 22.13.

Taxes. Clause similar to 48 CFR (DEAR) 970.5204-23 cost-reimbursement. An
appropriate tax clause covering tax matters should also be included in fIxed-price
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1-42.

(b)

subcontracts.

(25) Termination. Appropriate clause or clauses as set forth at FAR 52249-1 through 52.249-
14.

(e) Other. Omission from the foregoing list of contract flowdown provisions shall not be construed
as waiving a requirement for the Contractor to comply with a flowdown requirement for
subcontracts appearing elsewhere in this contract.

970.5204-45 TERMINATION (OCT 1995)

(a) This contract shall continue until September 30, 2003, unless sooner terminated in accordance
with the provisions which follow:

(1) The performance of work under this contract may be terminated by the Government in
whole, or from time to time in part,

(i) whenever the Contractor shall default in performance, and shall fail to cure the
fault or failure within such period as the Contracting Officer may allow after
receipt from the Contracting Officer of a notice specifying the fault or failure, or

(ii) whenever, for any reason, the Contracting Officer shall determine any such
termination is for the best interest of the Government. Termination of the work

hereunder shall be effected by delivery of a notice of termination specifying
whether termination is for default of the Contractor or for the convenience of

the Government, the extent to which performance of work under the contract
shall be terminated, and the date upon which such termination shall become
effective. Any such termination shall be without prejudice to any claim which
either party may have against the other. If, after notice of termination under the
provisions of paragraph (a)(1)(i) of this section, it is determined for any reason
that the contractor was not in default, such notice of default shall be deemed to
have been issued pursuant to paragraph (a)(1)(ii) of this section, and the rights
and obligations of the parties hereto shall in such event be governed
accordingly.

(2) Upon receipt of notice of termination, in accordance with (1) above, the Contractor shall.
to the extent directed in writing by the Contracting Officer, discontinue the terminated
work and the placing of orders for materials, facilities, supplies, and services in
connection therewith, and shall proceed, if, and to the extent required by the contracting
officer, to cancel promptly and settle with the approval of the contracting officer, existing
orders, subcontracts, and commitments insofar as such orders, subcontracts, and
commitments pertain to this contract.

Upon the termination of this contract, full and complete settlement of all claims of the Contractor
and of DOE arising out of this contract shall be made as follows:

(1) The Government shall have the right in its discretion to assume sole responsibility for
any or all obligations, commitments, and claims that the Contractor may have undertaken
or incurred, the cost of which are allowable in accordance with the provisions of this
contract; and the contractor shall, as a condition of receiving the payments mentioned in
this article, execute and deliver all such papers and; take all such steps as the Contracting
Officer may require for the purpose of fully vesting in the Government any rights and
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